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Abstract 
Halal business is not just about halal ingredients and production. Besides focusing on halal production, the right Halal business 
operators should also concentrate in adopting Halal financing that is called Islamic financing. However, the assessment of the 
level of awareness, knowledge and skills of Halal and Islamic financing among business operators should be prepared. This paper 
aims to bridge the Halal Literacy and Islamic Financial Literacy on the attitude of Halal business producers towards Islamic 
financing adoption. This study proposes the measurement and validity approach for Halal Literacy and Islamic Financial 
Literacy. Halal Literacy and Islamic Financial Literacy are two crucial concepts where it can lead to the behavior of person 
towards its decisions especially in adopting Islamic financing. Halal Literacy and Islamic Financial Literacy will be measured 
using true/false test questions with an option to choose don’t know. Then, Confirmatory Factor Analysis (CFA) will be used to 
analyze the scoring using Weighted Least Square method to test the construct validity. This study is attempted to contribute 
towards new theoretical knowledge especially in proposing the measurement items for Halal Literacy and Islamic Financial 
Literacy. This study also expected to help the policymaker to understand the level of literacy among consumers, especially from 
Halal business producer’s perspective. 
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1. Introduction 
1.1. Basic Concept of Halal 
Halal means lawful or permissible things in Islam while Haram means prohibited things in Islam. Halal is clear, 
and Haram is clear (the Hadith, n.a). However, there is still lack knowledge and understanding in Halal among 
Muslim people, especially among Halal business operators. People usually understand halal and haram only in term 
of producing goods. However, there are other parts in halal should be concerned. It is because, in Islam, Halal 
includes all matters in life. 
However, Halal and Haram not defined by a human. We as human don’t have an authority to declare on halal and 
haram.  Al-Qaradawi (2001) said that the only criterion for defining halal and haram was the Quranic injunctions 
revealed from Allah. The right to make lawful and prohibit is the right of Allah alone. It supported in the Holy 
Qur’an in Surah Luqman: 
 
 “Do you not see that Allah has subjected to your (use) all things In the heavens and on earth, and has made His 
bounties flow to you In exceeding measure, (Both) seen and unseen? yet there are among men those who dispute 
about Allah, without knowledge and without guidance, and without a Book to enlighten them!” (31:20). 
 
The above verse of the Qur’an clearly explains that nothing is Haram except what forbidden by a sound and 
explicit ‘nass’ from the Shari’ah. Knowledge-guided by Qur’an is essential to know what is lawful and prohibited in 
Islam.  
1.2. Basic Literacy Concept 
Literacy has been studied widely in many fields including in consumer behavior context. Literacy usually 
associated with knowledge and it shows that knowledge is one element things that lead to the behavior of a person. 
In the Holy Qur’an in Surah Al-An’am also stated that knowledge or literacy is necessary so that a Muslim can 
differentiate what is lawful and prohibited in Islam.  
 
“Why should you not eat of (meats) on which Allah’s name hath been pronounced, when He hath explained to you in 
detail what is forbidden to you - except under compulsion of necessity? but many do mislead (men) by their 
appetites unchecked by knowledge. Thy Lord knoweth best those who transgress.” (6:119). 
 
The above verse shows that without knowledge on Halal and Haram, a person may mislead on what he is doing. 
This paper proposed a study on Halal Literacy and Islamic Financial Literacy and its effect on attitude towards 
Islamic financing adoption. This paper is also attempting to suggest the measurement and validity approach for 
Halal Literacy and Islamic Financial Literacy. Halal Literacy and Islamic Literacy need to be assessed to know the 
level of literacy for Halal and Islamic finance among halal business producers. Besides, it is important to understand 
the impact of both factors towards an attitude of halal business producers towards the adoption of Islamic financing 
by integrating the halal literacy and Islamic financial literacy. 
2. Halal Literacy 
2.1. Halal Literacy in Islam 
Halal Literacy was defined by Salehudin (2010) as the ability to differentiate halal and haram goods and services 
based on Shariah (Islamic Law). The Halal Literacy is important because before consumers ready to adopt a 
products or services, they will go through the process of knowledge, persuasion, decision and confirmation (Rogers, 
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2003). This paper defined Halal Literacy as an ability of a person by combining a set of knowledge, awareness, and 
skills to differentiate between Halal and Haram goods and services based on Shari’ah Law. 
2.2. Proposed Measurement on Halal Literacy 
 Salehudin (2010) measured the Halal Literacy using two ways that are self-evaluation and test-based. For self-
evaluation method, Salehudin (2010) generate six items, and all the items passed the pre-test Alpha Cronbach test 
and final test of Confirmatory Factor Analysis (CFA). For the test-based method, (Salehudin, 2010) generate 25 
items, and only 15 items passed the pre-test and only ten items valid on CFA test. 
As for this study, the test-based method will be implemented. Test-based looks better than self-evaluation 
because  literacy is treated as an outcome variable in terms of the overall fit of the model and the specific coefficient 
estimates with the self-assessments sometimes actually generating wrong signed parameters  (Finnie & Meng, 
2005). The measurements items generated from “The Lawful and the Prohibited in Islam (Al-Halal Wal Haram Fil 
Islam)” chapter 2 on Food and Drink section by Sheikh Yusuf Al-Qaradawi (2001): 
 
                         Table 1: Proposed Measurement for Halal Literacy 
CODE ITEMS KEY 
HL01 Animal carcasses are allowed (halal) to be eaten X 
HL02 Animal blood is allowed (halal) to be eaten (blood that flows) X 
HL03 Pork are not allowed (haram) to be eaten V 
HL04 Animal that slaughtered without saying the name of Allah is allowed (halal) 
to be eaten  
X 
HL05 Foods that used as offering in pagan ritual are allowed (halal) to be eaten X 
HL06 Fish and locust are carcasses that allowed (halal) to be eaten V 
HL07 Animal skin that have been tanned can be used as clothing V 
HL08 In an emergency (Darurah), the Haram food can be consumed to survive V 
HL09 Medicines that containing lard can be consumed at any time. X 
HL10 Pig that was slaughtered by saying the name of Allah is Halal to be eaten X 
HL11 Hunted deer is not allowed (Haram) to be eaten X 
HL12 Beef slaughtered by Ahlul Kitab (Christian and Jews) are Halal to be eaten V 
HL13 Alcohol is not allowed (Haram) to drink V 
HL14 Foods that mixed with some alcohol are Halal to be eaten X 
HL15 Drink some alcohol as medicine are allowable X 
HL16 Sell alcohol is allowable as living income X 
HL17 An alcohol can be given by a Muslim to a non-Muslim as a gift X 
HL18 A Muslim can receive alcohol from others as a gift X 
HL19 We can dine at place that also serves alcohol X 
HL20 We can dine at places that also serves Haram foods such as pork X 
HL21 We can stored alcohol at home even not to be drink X 
HL22 Drugs are Halal to be consumed X 
HL23 A cigarette is Halal to be consumed X 
Note:  V= True                       X= False  
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3. Islamic Financial Literacy 
3.1. Basic concept of Islamic Finance 
Equity, debt, and derivative are several types of financing in Islamic finance with four main components include 
Islamic banking, Takaful & Retakaful, Islamic capital market and Islamic interbank money market (HDC, 2014). 
Islamic financing activities usually managed by Islamic banking. Islamic banking or Islamic financial institution is 
the branch of Islamic finance. It is a banking based on Shari’ah (Islamic law) that called Fiqh Muamalat (Islamic 
rules on transactions). The rules and regulation of the Fiqh Muamalat came from the Quran and the Sunnah. 
Besides, it can be also based on other secondary sources of Islamic law such as opinions collectively agreed among 
Shari’ah scholars (Ijma’), analogy (Qiyas) and personal reasoning (Ijtihad). The fundamental principle of Islamic 
finance includes the prohibition of Riba’ (Interest), the prohibition of Gharar (Uncertainty) and the prohibition of 
Maysir (gambling). Besides, using and dealing in certain forbidden commodities, share profits and risks also 
prohibited in business, zakat and Takaful. In term of financing in Islam, the main methods include Mudarabah, 
Musharakah, Murabahah, Istisna, Ijarah and Quard Hassan. 
3.2. Islamic Financial Literacy in Islam 
The concept of financial literacy studied by many researchers (Hung et. al (2009); Glaser and Weber (2007)). It 
found that the financial literacy will influence a person in performing a behavior. Bhabha et. al (2014) define 
financial literacy as a mishmash of awareness, knowledge, skill, attitude and behavior essential to make sound 
financial decisions and also finally achieve individual financial wellbeing. The level of financial literacy between a 
person is different, and the differences in the level of the literacy will influence the behavior.  However, there is still 
limited study on financial literacy that focus on Islamic finance concept. For this study, Islamic financial literacy 
will examine either it will affect the attitude of the business owner in adopting Islamic financing. This paper defined 
the Islamic financial literacy as the degree to which individuals have a set of knowledge, awareness, and skill to 
understand the fundamental of Islamic financial information and services that affect its attitude to make appropriate 
Islamic financing decisions. 
It is important because financial knowledge strongly associated with financial behaviors (Xiao, et. al 2014). 
When a person has financial illiteracy, it can lead to financial decision mistakes (Lusardi, 2008) such as excessive 
borrowing or high-cost mortgage. In term of Islamic financial literacy, it assumed to influence the attitude of a 
person in its financial behaviors especially in differentiate between conventional financing and Islamic financing. It 
also assumed that a person with Islamic financial illiteracy will result in financial decision mistakes in 
differentiating between conventional and Islamic financing. 
3.3. Proposed Measurement for Islamic Financial Literacy 
The measurement items for Islamic financial literacy in this study were generated based on Islamic finance 
principal and Islamic finance method. The items focus on the main type of Islamic finance method in Islamic bank 
which are Mudarabah, Musharakah, Ijarah, Murabahah, Istisna and Quard Hassan. 
 
             Table 2: Proposed Measurement for Islamic Financial Literacy 
CODE ITEMS KEY 
IFL01 Islamic method of finance is interest-free V 
IFL02 Gharar refers to uncertainty and deception and not allowable in Islamic finance V 
IFL03 Buying shares on a short-term price fluctuation is not speculation     X 
IFL04 Preservation of wealth is one of the objectives of Islamic finance V 
200   Purnomo M. Antara et al. /  Procedia Economics and Finance  37 ( 2016 )  196 – 202 
IFL05 It is allowable to sell a commodity before it comes under our control X 
IFL06 An Islamic financial institution may invest with you according to profit sharing 
method (Mudarabah) 
V 
IFL07 An Islamic financial institution lends money according to profit/loss sharing method 
(Musharakah) 
V 
IFL08 Islamic financial institution provides lease financing (Ijarah) V 
IFL09 Islamic financial institution provides trade financing methods called Murabahah V 
IFL10 Islamic financial institution provides industrial financing (Istisna) V 
IFL11 Islamic financial institution may provide benevolent loans called Quard Hassan V 
IFL12 In Mudarabah, the capital provider is the only party that born the losses V 
IFL13 In Musharakah, a partner who invest RM1,000 of investment capital has right to 
specify from beginning that his/her profit should be RM1,000 per year         
X 
IFL14 In Ijara, the asset usually not returned to the lessor    X 
IFL15 Borrower is the person who buys the goods in an Islamic finance trade credit 
management (Murabahah) 
X 
IFL16 For the Istisna to be valid, the price must be fixed from the beginning. V 
IFL17 In Quard Hassan, the borrower is required only to repay the original amount of the 
loan. 
V 
Note:  V= True                       X= False  
 
4. Bridging Halal Literacy and Islamic Financial Literacy 
“After This it is you, the same people, who slay among yourselves, and banish a party of you from their homes; 
assist (Their enemies) against them, In guilt and rancour; and if They come to you As captives, ye ransom them, 
though it was not lawful for you to banish them. Then is it only a part of the Book that ye believe in, and do ye reject 
the rest? But what is the reward for those among you who behave like This but disgrace In This life?- and on the 
Day of Judgment They shall be consigned to the Most grievous penalty. For Allah is not unmindful of what you do.” 
(2:85) 
The above verse explains that Muslim must follow all lawful and prohibited in Islam (Qur’an 2:85). For business, 
the whole process in business should be Halal based on Islamic law. When a business person involves in Halal 
production, the entire service related should also Halal. In term of financing, business or company may need to 
finance its business. Business financing involves equity financing, debt financing and lease financing. There is two 
choice of financing which that conventional financing and Islamic financing. As a Halal food producer, Islamic 
financing should be chosen as Halal includes all aspects of life (Salehudin, 2011) includes in business.  
Ishak and Man (2011) discussed on the integration between Halal and Islamic finance based on Al-Quran and As-
Sunnah. Ishak and Man (2011) also said that the integration between both industries is important since there is no 
requirement for halal product industry to be bonded with Islamic finance even it is a requirement from Shariah’s 
perspective. On the other hand, Muhamed, Ramli, Abd Aziz and Yaakub (2014) prepare a discussion on the 
integration between Islamic finance and halal industry among selected Malaysian authority bodies. Muhamed et.al 
(2014) said that by linking the halal industry and Islamic finance, it can lead to a harmonious system that support 
each other. However, it was found that there is a different perspective of Halal aspects focused by those authority 
bodies.  
The integration is important to assess why some halal business producer did not implement Islamic financing for 
their businesses. It is essential to know if there is any linkage between both factors that could impact the attitude of 
the business owners towards the adoption of Islamic financing. It helps to form a robust economic platform that built 
a set of mutual values and at the same time will outline the future global economy. World Halal Forum 2015 also 
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emphasis on the bridging between halal industry and Islamic financing since it can be a new source of economy. 
However, there is much effort needed to integrate it. A study directed by Reuters on 250 companies involve in Halal 
production found that many businesses do not implement Islamic financing even though they involve in the Halal 
food business. The study shows that only 50% of the companies passed the Accounting and Auditing Organization 
for Islamic Financial Institution (AAOIFI) test.  
This paper suggest the integration between Halal and Islamic finance through the study on halal literacy and 
Islamic financial literacy as factors affecting the attitude of halal business owner towards adopting Islamic financing 
for the business. The level of literacy on Halal and Islamic finance will be assessed to know the impact on halal 
business owners attitude towards Islamic financing adoption. The halal literacy itself may not be sufficient to 
determine the positive attitude towards Islamic financing. By bridging halal literacy and Islamic financing literacy, it 
may give a clear picture how both factors linked each other to affect the attitude of the halal business owner to adopt 
Islamic financing. 
5. Theorizing Halal Literacy and Islamic Financial Literacy into attitude towards Islamic Financing 
Adoption using Integrative Model of Behavioral Prediction 
To bridge the halal literacy and Islamic financial literacy, integrative model of behavioral prediction (Fishbein, 
2000; Fishbein & Yzer, 2003) used for this study. It is because the theory can applied to any behavior (Fishbein, 
2008). This theory is the extension of Theory of Planned Behavior (Ajzen, 1985). This study will include Skills and 
Environmental factors as the moderator between intentions towards behavior in adopting Islamic financing. It is 
because, intention does not always predict behavior. Even people have a right attitude, but the person may not 
perform the behavior due to the existence of internal and external behavior. 
 
 
 
 
 
 
 
 
 
 
 
 
Fig. 1.  Proposed Theoretical Framework 
6. Methodology 
This study would use the qualitative and quantitative methodology and employed 200 respondents based on quota 
sampling. The sample will include the business owners of food service companies or person who have financial 
decision power in the companies in Malaysia. The measurement for Halal Literacy and Islamic Financial Literacy 
will be tested and validated. Churchill (1979) suggests eight steps for developing better measures of marketing 
constructs. This study will adopt the procedure suggested by Churchill in developing measurement items for Halal 
Literacy and Islamic Financial Literacy. The steps include; 1) Specify domain of construct; 2) Generate sample of 
items; 3) Collect data; 4) Purify measure; 5) Collect data; 6) Assess reliability; 7) Assess validity; and 8) Develop 
norms. 
Halal Literacy and Islamic Financial Literacy will be measured using true/false test questions. An option of 
doesn’t know included to prevent bias of answer. The measurement items for Halal Literacy were generated based 
on “The Lawful and the Prohibited in Islam (Al-Halal Wal Haram Fil Islam)” chapter on Food and Drink by Sheikh 
Yusuf Al-Qaradawi (2001). This book detail outs all lawful and prohibited things in Islam based on the Quran. 23 
measurement items generated and will be pre-tested. Besides, 17 measurement items for Islamic Financial Literacy 
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generated based on Islamic finance principal and Islamic finance method with main focus on the type of Islamic 
finance method in Islamic bank which are Mudarabah, Musharakah, Ijarah, Murabahah, Istisna and Quard Hassan 
and will be pre-tested. After the pre-test, the items will be scored using +1 for the correct answer and -1 for the 
incorrect answer, and 0 for abstained answers. Then, the scoring results will be analyzed with Confirmatory Factor 
Analysis (CFA) using Weighted Least Square method to validate the construct. 
7. Conclusion 
This study is attempted to contribute towards new theoretical knowledge. The proposed measurement for Halal 
Literacy and Islamic Financial Literacy can help the policymaker in understanding the level of literacy among 
consumers, especially from Halal business producer’s perspective. 
However, this study is limited to Halal business operators in the foodservice industry. The measurement should 
implemented in other industry such as pharmaceutical, cosmetic, and other industries.  
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